The Biggert-Waters Flood Insurance Reform Act of 2012: What Is a Subsidized Rate?

JEANNE: I understand, with this new law, that rates are now going to be more reflected of the risk. What exactly is a subsidized rate?
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ANDY: Well, subsidized rates are for older homes in high-risk areas that were built before their community ever adopted a Flood Insurance Rate Map, and these homes aren't in compliance with that Flood Insurance Rate Map or any subsequent rate map. When I say "built in compliance," I mean that it's elevated to the standards that that map identifies. These are sometimes called pre-FIRM homes. These rates are not based on elevation, and they may be below – and often cases are below – the full-risk rate for these structures.

JEANNE: What does a full-risk rate mean?

ANDY: Well, a full-risk rate reflects all aspects of a structure's risk. This includes the kind of foundation, how many floors it has, but also, what is its flood zone, what its elevation? 

JEANNE: So, with the new changes, one of the things that people need to know is whether their property is subsidized or not. How can somebody tell?

ANDY: So, there are three pieces of information for the agent to look at to determine if a policy is subsidized. First, is the policy in a high-risk flood zone? That's if the zone starts withan "A" or with a "V." Second, is the policy written before the community adopted its first Flood Insurance Rate Map? In other words, is it pre-FIRM? Third, does the policy have four 9s or does "null" appear within the "Elevation Field" on the policy's declarations page? If the policy holder answers "yes" to all three of those questions, then they're very likely subsidized and will be affected by BW12. Now, an important thing to know is, what could my rate move to? You can find this out by getting an elevation certificate – knowing the elevation of your home and having that compared to your current map.

